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Abstract

It. nraper ar:’yzes the impact on the perfor—:ic:z of public education
of senirrizy rule: :in teachers' contracts. Part 1 --agdders the relative
merics =T zlternccive types of employment contract. or teachers in light
of rezanr econ: v’ literature on the determinants  :fficient contrac:z:
and Twoaan e'nr,-;:-.ir.. . work on the production proces: - educatica. The iy
point _» :p2l. ~::an the technologlcal characterist s of the educatic:
process. :he = .uile to provide an education’to all :hildrem, aad the .-
of lew—co3t ede :azzonal options available to low-ir:-ome famﬂ. es, seni:
basec employmer =ontracts may be more effective ir promoting public e-.---
cation =hm . =‘cmce—based contracts.

Par: II  isc—sses the impact of senior:ity rulez on the performan.__
publizs edica: om M_w.ring the last ten years, a period characterized by -
clining ec~o._men=s and growing power of teachers' vuions. This part
pointz out =:at seniority rules have created significant protlems for :uc:
districts coping vith declining enrollments. ‘Howevcr, many of these - -b-
lems ster Zrom tk: lack of expertise on the part of school administra .=g
and leadezz of teachers' unions. The analysis suggests that as these .cen::
have gainsd expertise, they have been able to find sclutions to the + —-i—
lems of daclining enroliments that mitigate the"del: arious consequer-.:
of senior .ty rules, while retaining their positive atributions.
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INTRCC CTION

¥any smericans : inhappy with zz2 quality of public education in the
tnited States. Cost: :=-ntinve to ris.. evén though the number of students
has fallen in récent ars, and indie: ors such as SAT seores and minimum

=ompetency test resu..c show that mzz :hildren z~e leaving the public

_ schools without adegz=ita prepararicn -=T college work and even without basic

skills, Muech ofvthe iritieism of the =—:blic schools in recent yéars has
focused on personmel paticies for teazzers. Jne reason is that teachers’
saiaries and fringe benefits account fur' 70 to 8@ percent of the current
account,buagets of most schoel distri:zz. A second reason is that researchl

evidence indicates thut teachers are -he schoel resource must Important in

; determining how much chiidren learn i: school (Hanushek, 1979).

/

-

The purpose of this paper is to mmalyze the impact on the perf&rmance
o%;ggblic/éducation of one cfipical zspect of persomnel policy, namely, the
role of senifority :uies in.determini;g the salaries and job securitf of
teachers. The paper bas two parts, Fart I considers the relative merits
of altgfnative types of employmént contracts for teachers in light of
fecent economic literature on the determinants of efficient contracts and

in 1ight of recent empirical work on the nature of the production process

in education. The kew poinc af this part is that, given the technological

cha:acteristics of the educaticn process, the mandate to provide an

educatinn td. all children, and the lack cf low cost educational opcions

available tc low income families, seniority-based employment contracts may

be more effective in promoting education than contracts that base
teachers’ compensaticun and job security oa assessments of their performance,

Part II of the essay discusses the impact of seniority-rules on the
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perfozmanze of public education during the last ten years, a period
chargzcarized by declining enrollménts-and grnwing power of teachers'
union:z  This part pointsc out that senilority rules have created significant'
probl=- Zor school dist=izts coping with declining enrollments. However,
meny ¢l hese problems nt=: not from the rules themselves but'rather from
a lacl zpertise on tkte part of school district administrators and
leadex:z :f teachers’ unicns, the agents respousible for negotiating and
admir- 5:2ring interpretations of these rules. The analysis suggests i:hat{
as these agents have gaired expertise in consultition and negotiatic 1, they
have :fz2n been able tc £ind solutions to the problems of declining : B
enrc.imenzgy that mitigh_a the deleteriocus c@nsequences of the seniority
rules, while retaining their positive contribntions:

I. CONTRACT TYPES AND TEACHER RESPONSES
A, TENIOEITY RULES FOE TEZACHERS |

In =23t school districts in this country, the salaries of public
school tecchers ars determined by a unifiedigalary scnedule applying to all
teachers i the dic..icz. In the schedules in use in most distrints,'the
salary of an individual teacher is deternined éxclusively by the number of
years the teacher bas taught and by the highest degree the teachef has
‘earned. Evaluations of teacher performanéeArarely~have an impact on
salaries.

In most districts, job security is also determined primarily by
seniority. This has beconme an.impontant issue in recgnt years as'hudget
stringency and de:lining -enroliments have reduced the demand for t:‘enchers.
and necessitated transfers and layoffs of large numbers of teachers. In

most districts the rules governing traasfers and layot:s vonLain the

i
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follow:ing steps: o
1, When declining eﬁtolimants ne;:essitace a reduction in tf:e teaching
ataff of a schiol, tha teacher in :hat: school with the least
seniority loaes his or ber posi:ion.
- 2, This teachar may chan transfer to any vacant positinn ia :he school
system for which he or she is qualified.
3. If oo vacancy exists, this teacher may displace the teacher in that
p)arLtinular jéb category who has the least seniority in the system.
The comnon thread running through the rules is the priméfy role of
teacher se#hriﬁy. .

. A criticism 6fcen.mde of contracts that place heavy relianca oh
seniority rulas {s that th@y provide':eacha-:s wit:h pafverse incentives, and
as a _zfésult:; make ;Fhé system less'afficie.mt.‘ The kay points in the /

A argument ara 'tha:,'inaffeccive teachers are given no c-learcut__ signals that
theirm pexformance must be izproved; afflectbive teachera are given no special
rewazds., As a resﬁlt, poor teachers remain in the profesaion without

. improving their performence, while talemted teachers, discouraged by tha
Llack of rewvards for effective teaching and attracted to professions in’
vhich salaries are related to producci:vity, leave the profgssion._

 tne implication of this critieism is that tha delivery of educational
services would be mora efficient 1f perfdfxbance were the primary
determinant of thé compensation and job security of teachers. \I'his. ' 8
i'mplicatiex-x" is valid 4f it 13 pogsible with reasonable monitoring costs to ;
assess the performance of individual teachers accurately, Receat

conﬁribﬁ:ions to economic theory have clarified the circumstances under

which this condition is fulfilled. Thesa arguments are pregsented in tha,/,

next section. ' : /



B. EFFICIENT CON'I'RACTS

The economic literature on employment contracts addresses the
following question: What factors influence fhe éfficiency of different
types of employﬁent‘contraCts? This section draws from this literafure to
describe the factqfs influencing the efficiency of three types of
employment contracts. These descriptions will pfove useful in analyzing
employment contracts for public school teachers.

Consider first employment contracﬁs in which the.compensation and job
security of thé'individual ﬁorker are based on a neasure of the worker's
output. The simplest of such contracts iz the piece rate contract. Such
a contract is efficient if the contribution of the individusl worker to
the firm can be measuréd accurately at relatively low cost. Commerciil
laundries’ contracts with workers who iron shirts provide an\examplé: A
single worker does the entires ironing of any given ghirt so the problem
of joimt products is not present. Counting the number of shirts ironed is
inexpensive, and the problem of poor quality 1s controlled by customer
complaints. . |

A second type of emplqymenﬁ contract specifies that compenéation and

Job security depend on supervisors' assessments of observed actions of

. i
individual workers. This type of comtract is cdmmon in situations in

~ which employees work in groups and the value added cf individual workers

cannot be determined, but their cemtribution can . bhe assessed by their
effort level and by the extent to which they adhere to actions known to
be related to prodqctivity. Alchian and Demsetz (1972) provide the
example of workers employed to unload a truck. ‘Since seveial laborers.
york as a team unloading a truck, the ocutput of an fndividual worker

1

P kit
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cannot be measured. However, since the actions required to empty the

truck are well understood and easily- observable, the performance of

‘individual workers can be assessed by observing their actions. These

assessments can then be used to dismiss incompetent workers and to reward

exceptionally productive workers,
The requirements for this type of contract to be efficient are that
. . .

the relationships between worker actiouns and desired outputvbe clear-cut

and that the costs of menitoring worker actions be low relative to the

. productivity gains associated with an incentive system that bases

compmmsation and job security on assessmerts of performance.
\ C :
A third type of employment conrract specifies that compensation and
Job security are determined by int labor market rules. While the

precise details of these rules vary, typically genlority plays - s .ajnant

role. . As Williamson (1975) has explained this type of cont::

efficient in work situations characte:ired by the following tus evmslit 282

1. 4s & result df on-the-job expérience, individual workers acquire
speciaiized knowledge, the use of whieh has a'significanc impaect
on the performance of the firm.

2, 1t 15 very costly for supervisors to assess accurately.the
performanee of individual workers, including the use of their
specialized kmouledge. )

In firms cheeacterieed by(these two condit;ons, workers have the potentiel

to engage in opportunistic behavior that enhances observers' estimates

" of their productivicy, but in fact does not contribute to the firms'

goals. 1In these situations, 1t is important to minimize the incentives

PR

for workers to emgage in such behavior. A contractualtsys;em'inuwhiah

1
i
y
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seniority plays a central role in determining the compensatioa and job

security of workers contributes to this objective.

e

An oft cited/exsmpie (e.g., Thurow, 1976) of a situation in which
there 1s potential for opportunistic behavior is the ope;ation of
machine tools. Experienced workers acquire knowledge of the idicsyncracies
of particular machine tools. Efficient operetion dictates that new workers
acquire this knowledge as rapidly as possible. However, since the
information is not codified, it can only be transmitted to new workers
quickly if experienced workexs %rovxde informal on-the~job training, If

compensation and Job securicy dcpend on assessments of the performance of
- . | : :
individual workers, experienced workers have the incentive to conceal
\\ N N N

such mouledge. . \

Thus, the combination of specialized knowledge that can be used
\
strategically and high transaction' costs associated with moritoring the

use of this knowledge creates a situation in which contracts that basa

compensation and job security on &eniority may elicit behavior more

I

P

consonant with the firm's goals than contracts that reward assessed
: I

- performance. [

Employment contracts influence the efficiency of firms not only by
/

affecting the ‘behavior of workers wvhile on the job, but also by sffectiné
the mebllity of workers. Firms c¢ffering emplo é;: contraets that reward.
obsecved performsnce will attrect productive/éf:kers if the following two
conditions characterize the production acti;ity:

1. The contribution of individual/%orkers to-the firm can be
assessed accuratEly by supcégisors. (In other words, there 1g no
/

~ potential for undetected opportunistic \behavior.)



;
2. The relationskip between the worker’s detions and the worker's
performance is stable,

When either of these conditions is absent, employment contracts that base
. : . r ‘ '
' compensation on assessed performance may not attract the most productive

’ Ve

workers,

Consider the fixst condition. In situations in which opportunistic
behavior can go .undetected, performanced-based contract3~create confliet -
between\behavior that leads to high monetary compensation and behavior
that promftes productivity.l Ir;the Job satisfaction of productive workers
depends on a sense of\efficaey in doing a job welf (March and Simon;"l957),
such workers may react co this conflict by laaving the firm

The second condition concerns the degree of stability in the
relationship between the actions of the worker and assessed output, If
the relatfonship is unstable (the ‘same vorker actions result in different
output levels at different points in time), risk averse workers will
accept performance—based contracts only if the reward structure includes
risé premiums to compensate workers for assuming the risk of factors
beyond  their ccatrol (Hirshleifer and Riley;vl979). Firms that use
performanceihased contracts withont risk premin;s will find\it difficult
to attxact productive workers. If the instahility\is very grERt and
' consequently large risk premiums would be required,\firms may find it
efficient to pa} workers cn the basis of seniority even though sucﬁ
contraqts do not provide ineentives for high effort luvels. These
arguments are developed more fully later in the paper when contracts for

teachérs are analyzed

In 3ummary, the efficiency of alternative contracting'forms is



determined.by the nature of the production technology and the level of -
transaction costs associated with monitoring performance, In situations
in which there is a stable relaticnship between worker actions end
asgessed performance, and the actions of workers can be monitored at low
cost, contracts that base job security and compensation on supervisors'
assessuents of worker competence will be efficient (Alchian and Deusetz ‘s
example of truck loading) In‘situaticns in which the output of an
individual worker can be observed and evaluated if relatively low cost,

+ contracts that reward pEffotmsnce will be efficient (ironing shirts), In

| situations in which workers acquire information critical to the
~productivity of the otgsnization-as_they work at thedr jobs, and the use
of this information canmnot be monitored.without high costs, eﬁfloyment“
contragts in which job-sgcufity‘and’ccmpensation ste heeyily influenced
by seniority may be relati?ely efficient (operatingcmachine tocls that
have idiosyncratic bugs). _ | " |
C. CHARACTERIZING THE ?RODUCTION PROCESS IN EDUCATION,
~This section describes attributes of public education. that influence
the efficiency of alternative contracting forms. The first of ‘these
sttributes of public schooling is so peculiar and subtle in its effects
that its significance ‘for economic issues has not been fully recognized.

" - It demands special attention, not-only for the limited problems discussed
in this essay, but in all analyses of the economics of education. The
rother attributes (numbered 2-5) are characteristics of the production |
process detemining the achievsnent of children. These chsracteristics

_‘are important in applying the analysis of. the previous section to the

issue of efficient contracts for public school teachers.
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1, Student Diversity and the l-fdgal Access Mandate

: : \
‘A central fact about the public schools is that they have a mandate

to educate every -child who comes to the school door. This mandate is

~

reflected in a variety.of public documents, including court decisions such

/

as Browm v. Boerd of Education of Topeka (1954)1 and lau v. Nichols

(1974) ,—/ Congressional legislatiou such as Title I of the Elementary and
Secondary Education Act of 1965 and the Education for All Handicapped |
" Children Act of 1975, and the provisions in many state constitutions
guaranteeing that all children w;:Lll be provided with a "thorough and
. efficient" ed‘uc‘ation.é-/ While these documents do not specify e‘mctly what
- is to be equalized (a point discussed later in the paper), they do imply
"thm: asa minimum every child should h.aVe equal access to: the resources
available in public schools, :anluuing the time and attention’ of teache.rsi
I call this the equal access mandate. ' _

'I'he'iatudents who:ngo.to"‘public. scl:xools, and to whom the equal a’c":cess '
"in'a.ndate applies,y vary enbmously in backgrounds, attitudes, sk:Llls, and .
.oandicepe. As a result of these di.fferenees, students also vary in their
receptivity to school and in what they learn in school. 'I.‘he responses of:"
. public school teachers to this diversity a.nd to the equal access, mandate

~

provide the focus of much of the analysis that follows.

2. Bffective Teaching
© ' There isicl'enr‘evidence that some t/e/achers are more effective than
‘other teacher_s in nhelping- c}?ildren :to ac'euire cognitive 'hekills (Hanushelr.,
1979) Eoweve.r, very little is known about the characteristics of
\ effective teaching. Despite \a great deal of tesearch, there is vex:y

'. / -
~1little evidence of consistent relationships between the>use of particular
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“instructional techniques and student learning - wverch et al.,‘l972;
Pflaum et al., 1980; Rosenshine, 1976).

4 compelling reason\torvthe disappointing research results is that
the effectiveness of particular instructional "techniques dépends
critically on the characteristics of the children in the class, on the
skills and personality of the teacher, and on the nature of the
. interaction of students and teacher. The critic-l characteristics of
students and teachers that influence\the effectiveness of particular
instructional techniques may be very subtle, and consequently cannot be L
identified by researchers. Teacners f:!.nd effective techniques through a
‘process of trinl snd error and adaptation. In other words, effective
.'reaching is cha:acterized by an. efficient seerch process, rather than by
;careful application of well specified techniques.

”'3 Teacher Allocation of 'l'ime

The achievement gains that children make during a school year depend
not only on the effectiveness of the teacher in using instructional time,
f‘b.ut also on the allocation of instructional time to differe.nt children
(Btown and Saks 1975' Monk 1979' Thomns, 1977) Among the important J
decisions teachers ‘make is how to divide children info instructional |
groups and bow much ‘time to spend with individual children, w_ith

‘, particular groups of childrcn, and- with the ‘class as a whole. Recent

- evidence indicates that children' s learning i3 sensitive to the amount of,

instrnction the child receives, .and’ that the gains from individualized
:':instruction and instruction in groups of different ‘sizes differ f

(Brown and Sakas, 1979 Kiesling, 1979). Thus, the impact of the teacher

on children s learning depends not- only on the skill of: the teache:. but ‘

A
C
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alzo on the decisions the teacher makes in ailocating time to different -
children:

4, Teacher Knowledge’of.Student Capabilities

As teachers gearch for instroctionel strategies end allocations of
claasroom time that wiil'be efﬁective>for their students, they acquire
information about the responses of*individual children to instructionel
time. For example, they learn which students respond ;uickly to '
additional attention and which students respond only very slowly to large

““allocatioos of time and other teso;rces. They also learn over a petiod of
~ years which families ere aupportive‘of their:teaching'and which families.
cad be cdiléd upon to tespond to prooleme-regarding tﬁeit children;. Tﬁig o
information is acquired by o n-the-job experieuce,,interacting with
| children and their famil‘es, and much of it 4s not accessible to
supezvisors.
5 Peer Effects
Lo . The impact of school on a child 8 1earning is determined not only by .i
the actions of the classzoon teacher, but also by the attributes and
actions of'the other children in the class. The precise nature of these o
peer effacts has proved almost‘as elusive to reseéarchers as have the
dete:minants of effecti#é teaching (Rosenbaumf 1980). . However, the'key"/
. point for this paper 1s not the preci;e pature of the peer effects, but |
: rather that the amount of progress students make during a sciool year —f
depends” not only on ‘the actions of,the classroom teacher but also on ;:Lr

group influenccs which are to a large extent beyond the control of’ th7

teacher. - . S
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D.” EMPLOYMENT CONTRACTS FOR.PUBLIC SCROOL. TEACHERS
~ This section conmsiders how the five factors characterizing public

education influence the responses‘of public school teachers to different

types of employment contracts. Three types of contracts are considered:

1. coatracts in vhich the job security and compensation of teachers
are.determined by supervisors’ eveluatione'of teacher actions;

2. contracts in which.the Job security and compensation of teachers
are determined by evaluations of the academic progress students

make;

3. contracts in which the job security and compensation of teachers

are determined by seniority.

These contract types correspond to the three types of employment contracts‘

'.described earlier in the .paper;. however, they are discuosed in a different

sy

| order. , B ‘Vj'_ ' : ) [

' 1. Contracts That Baee Teachers' Salaries and Job Security on

Supervisors’ Eveluetions of Teachers’ Actions _

This type of contract is not efficient for employing teachers because,;\'

as discussed in the previous section, there i3 no well defined

relationship between particular teechins techniques and "student 1earning.

' Effectivc teaching~requires experimentation, and obeervetion of an .

unsuccessful ezperiment does not - provide evidence of ineffective teaching.

‘Moreoever, the costs of monitoring are high both because extensive

' observation is required to gain a sense cf what a teacher is attempting,

and also because the monitoring process itself may disrupt the

interactions among teacher and students that result ﬁn/learning.‘

‘e

It is important at this point to note that evaluations ‘by able

R S
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supervisors will reveal the truly incompetent teacher who has not acqu:- :d
: any of the skills necessary to belp children to learn and who does not
respond to help in acquiring these skillsaﬁj It is clear that efficient
operation of the public schools requires‘the dismissal of such teachers.
However, the right to dismiss such tedchers i3 mot an issue of contract
form. Even eollectively bargeined contracts with heavy reliance on
senioritz\provide for the disuigsal of incompetent teachers after this
incompetence is documented through due process. Providing ince.nti\\res for
supervisors to document incompetence and to request dismissal is a

Serious cqncern However, thie concern is not an issu@ of contract form.

2 Contracts That Base’ Teache:s Salaries and Job Securitv ‘on Estimat~~

P

of Student Learnigg

Employment c?ntracts th== bsse‘tne cbmpensstion of worﬁers~oe
"assessed output provide incenzives for warkers to behave in 4 manner ,n_t:
.;produces the highest assessment. Tf tho behavioral reSponse consiste of

grenter e.ffort, tb.e respouse is desirabi e., However, :evalu.ating teache*s
~on the basis of student 1earning provides incentives for other responses
" as well Such responses may jeopardize the public ‘school commitment to
' equality and may . also result in less efficient provision of educational
sexrvices. -

The potential for dysfuncte::e- :esponses ;tees from the nature of

the tenching task, ‘which is to 2:zip zll of the students in a2 class to
learn., Evaluating teachers cn tae basis of student performe:ce requires

,the aggregation or the 1earning jaizng of the children in each clas3° and

‘ aggregation requires that weisiizs be assir sed ro the progress of each

" child. Thede weights matter beczuse in a-=y giVen\ClaSS some childr:n



make much =~ : progress during a school year than other children do. As a

tesult, th- ’ wmes of T teaehet-reiatiﬁ'e to cclleagues will be
sensitive - 2igh=g attached to the achievemen: of individual
children ac 1e zssigmment of children to teachers. . -

Thug, -u ;e of pei:formance measures to determine salary and job

\ . v
© security reaquires the ass\igngxmt of cardinal weights to the learning gains
of different children. There is no social process that provides such @
. ‘) . R 1 AY
system of weights. Public pronouncements clearly indicate a concerm with

the treatment different children receive in the public schools. However,"\‘

)

\
\ .
they do not provide clear infor:mation ahout: what is to be equalized and \

N

N

._eonsequently they do not reveal the weights that should be assigned to the

’achieve:.zent of individual chﬂdren.sl

Given this si*uation, any set of
_:'weighte used in ‘evaluating’ teachers must .be considered arbitrary, and
“ . eonseqv..ently, 1t is important to consider the impaet: of these weights on -
the distributiou of student aehievemem:. ‘ .. ’ _- : E
| We now turn to a consideratian of the x:esponses fro:n teachers that
",perfomance based employment eont:raets may elieit. The £irst response.is
lobbying for studmts who respond well to school iustr' tion.' Teaehers-'
who bave been at a school fot a mnnber of yea*'s are in the best position
to do -'-;this_sine’e their experienees in previoua ”years p-ovide thmn with :
" ‘infomntion about the skiiis and attitudes of children in partieuisr o
.families.- If smiot teaehers recruit the students} that learn the most in
_ qehool, then other teachers are left - with ehi.ldren who are more difficv].xlt
to tench 'I'hese ‘teachers would be plaeed at a significant disadvantage in
‘comparative evaluations, ‘and eonseouently the integrity of the evaluation

‘ Proeess is_underminedf - ’ \\ E




It ir possible to overcome this response by raudomly assigning
students to teachers. However, thic eliminates any.efficieucy gains that
result from matching children with particular needs to teachers with
particular skillg,

A second response that 1s more difficult to prevent’is that teachers
may allocate time within the classroom disproportionateiy to those
students for whou additional instructional time results in the greatest
‘increase in weighted achievemeat. Attempting tohcoustroin teacoers'
allocation of time{involves extremely uigh monitoriné coats. Mbteover,
the trial and error process used to £1nd effective teaching methods
requires extengive experimentation with time uoe.é(r

Hould teachers respond to the evaluation system by altering the
amount of instruction they give to different children? As discussed

‘belov, the limited information that is available suggests that this may
occur. Hows"er it ia possible that teacheru may not respond at all to '
the tmnosition of pe:formance-based contracts. But, if there is no

,“response, nothi.xg has been gained It seems impl.'ausiblethnt teachers

“woul& respond by working hardci and not by strategically using their
knouledgo of individual students capabilities to allocate instructional

-tﬁoe %0 ag to maximiza their performance rdting. .

\ Consequently, one must talue seriouslv the possibility that evaluﬁting
teacqcrs on the basis of the acadanit performance of their students would

,induce teachers to devote largc amounts of time to S0z children in: the

class- &nd very small amounts of time to other children° Which c?&ldren'_
uould be neglected? This would dcpcnd on the weights used in the

'evgiuation-system and on thc distribution of learning abilities °£‘th9




children in the class., If the evaluation system weighted the achievement
gains of all children equelly and if all children had th2 same response to
instructional time, then a system of equal weights would result in equal
tnne allocation. The equal weights assumption is plausible;'in fact, it

is implicit in the most commonly used measure of performance, the average -
achiavement gain of the children in the class. However, the assumption of
a comnon response, to instructional.tine is not plausible. There is ample )
evidence that children learn at different rates. Moreover, it is children
who come to school with disadvantaées such as.broken hones and low family
income who moet commonly respond slowly to school instruction. As a
-rresult an evaluation system hased on- equal weights provides teachers with
the incenttve to allocate small amounts of time to children who are 1. .
already disadvantaged as'a result of environmental circumstances external
to the schocl. Thus, a system of rewarding teachers on the basis of the
ﬂacademic pe.rormance of their students may undermine the elusive but very
) resl social mandate to the public schools to provide an adequatev

- education to all’ children. This is particularly troubling because the.
'children most likely to be neglected tend to live in families that find

. it extremely costly to respond to neglect either by voicing .

E dissatisfaction effectively or by leaving the public schools. -

It is probable that many teachers will ot respond to performance—
based contracts by neglecting disadvantaged children. Many teachers ent:er_
the profession with a strong commitment to help disadvantaged children |
even though the response to such help is often small and slow in coming.

Changes in the reward structure may not induce such teachers to change'

their teaching behavior. However, the experience of'conflict.between

2
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behavior that leads to high evaluations and behavior that reflects
commitment to trouoled‘children is highly frustrating and may lead such

. teachers.to leave the profession. Resignations of teachers vith particular
coacern for disadvantaged children would seriously impair the ability of
the public schools te help such children.

Performance-based contracts could also increase the cost of employing
teachers of a!given level ofkeffectiveness. The reason is that the
achievement gains of the children in any given class depend only in part
-on the skills and effort level of the teacher. They also depend on-
factors beyond the teacher s contrsl such as home and peer group -
influences.; As a tesult eve:‘verp talented teachers have years in vhich ’
;jtheir students(nake much less Progress than in other years (Averch et el.,ﬁ | «"jf/
-1972, PP. 57-58 Begle and Geeslin 1972, p. 143 Jackson, 1968, p. 125).
;The external influences are extremely subtle and it is very. costly if not ‘ : /i
impossible for supervisors to assess accurately the extent to which the :_
_achievement gains of students ‘are. determined by peer and- home factors. IEN(%;
.teacher salaries are tightly tied to the achievement gains of studento,l.

then salaries of teachers wnuld vary from year to year. Assuming teachers - /

\ /
. /
i

are risk averse, they would require significant salaxy premiums to o

“ : : , /_

® /

'” compensate for bearing the risk of variation in student performance H - /
beyond their control. I . - | f . o ‘ i . L
I have suggested-that as alresult of particular characteristics of
the production process . in education, performance—based contracts may
induce responses that jeopardize the equality of education provided to

: hildren in public schools and may reduce the effectiveness of the

\ .
ucational system., Is there evidence to fupport these arguments’ The

-
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evidence is sparse. However, the'limited information that is availabie
suggests that the concerns expressed above are important ones.

The first piece of evidence comes from the federally'fnnded
performance contracting experiments in the early 1970's. Performance
contracting iIn education is an attempt to foster productivity by offering
financial incentives for success in helping children to acquire specific
skills, In the experiments, private firms signed contracts unzer which
they received a fixed payment for eaclh child whose reading skills during
a school year increased by at least a grade level as measured on a
standardized test. 'Evaluations of the experiments revealed that at one
site firms responded to the incentives provided in the contract by
allocating more time to children of average ability than to high ability
ot low ability children.- Bigh achievers were neglected because they
wnuld ‘Increase their reading skill by one grade level without a
j"signific:ent amount of in—school instruction. Low achievers were neglected
:because they were unlikely to achieve the grade level increase in skills '
even with a. great deal of instruction (Gramlich and Koshel, 1975, pp. 55- °

56). The experiment ended before there was. time to learn how parents of
Hneglected children would respond oY whether alteration of the compensation B
algorithm was politically pOssible and. whether At would have elicited a

J‘-different allocation of resources.~ However, ‘the experiments 'did show :

that firms willing to supply educational services on a profit making basis

‘can be expected to respond to the incentives provided in the. centractual
ragreements.‘* i
'i»' The'second'piece:of evidence comes from a study by Philip Jackson

(1968)”in'which~he'interviewed fiEty teachers:considered by their

i

"¢y -
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supervisors to be extremely effective. Among the issues Jackson discussed
with these teachers was their attitude toward performance-oase_d contracts
(merit pay). These teschers,.‘ who presumably would gain additional income
uvader such a system, indicated strong resistance. Several teachers . |
indicated thst they would not’ work under such a contractual system
(p. 132), The reasoas included the statement that performance depended
greatly on factors beyond their control such as the mix of children in
the class. _ Moreover, such a systm would inhibit teamwork and creative
responses to the needs of individual children.” Many teachers in.iicated
that a system of compensation thet encourazed opportunistic behavior
N reduced their job satisfaction evm if it did result in additional
-income. §_/' e v o S

'I'he third ;>iece of evidence concerns the results of performnnce—based
'layoffs. Several Massachnsetts school districts responded to declining ‘
school enrollments by laying off teechers on. the basis of evaluations of
their performance. Interviews with teachers and supervisors in these
; ,.districts (Johnson, 1980) indicated that such a system caused ‘such a
debilitating reduction in morale and productivity that the districts
'discontinued the policy after on.ly a shor7time. - .

3. Contracts “That Base Teachers Salaries nd Job Security on Seniority h

Contra.cts that hase the, salaries anc( job security of teachers on.

seniotity provide no financial incentives for outstanding performance.

/ B \

i

For this reason suc :h contracts are often criticized by anal ysts concerned
with productivity. The emphasis iu this essay is that in evaluating
,'stmiority rules it is necessary 70/ compare the reSponses they evoke with

the respouses that .alternative ,:;incentive structures evoze. (‘_;iven the

o

i
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characteriscics of public educatiod; including the commitment to teach all '
children, the nature of the teaching task, and the lack of low cost
alterratives to the neighborhood school for parents, of disadvantaged
children, the responses elicited by seniority rules may be less
detrimental to the performance of public education than the responges
elicited by contracts that reward assessed productivity 2/ oy
In light!of the somewhat counterintuitive nature of ‘this argument, it

may be useful to state once again the reasons performance-based contracts

are hot effective in promoting the goals of public education.‘ As public
._education is currently organized disadvantaged children are heavily
,:dependent on the professional dedication of. teachers for the extensive

help they need.. There 1s clearly wide‘vnriation in the extent to which
'_teachers provide such help under the current incentive system. ,However,

a reward system that provides incentives to maximize the average

. |
achievement of students mny lead mauy teachers to devote less tine to

"

'rdisadvantaged children and may induce teachers particularly concerned _
; with disadvantaged children to leave the public schools. ‘._ :
Given the arguments suggested above, it 1s instructive to ask- whether '
seniority rules play less of a role/in the nersonnel policies of pr ivate
- schools, and if so, why this is the casae. There are two parts to the ° :
. answer. Pirst while there is enormous'variation in the personnel o 5
h policies of private schools, in most schools seniority doés play a role in
. T\ _:“determining compensation. For example, many private schools use 2 salary
_vschedule that specifies a lower and an upper bound for all teachers with a

given level of seniority.' Both the upper and lower bounds increase with

seniority. It is true, however, that there is often more flexibility in

)
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This is not an’ appropriate standard for evaluating public school teachers. 4

~21- \
| .
the salary schedules of teachers in private schools than is.the case.in
public school;. This leads to the second part of the answer.
- Two important ways in which privete schools differ from: ‘public
schools are that private schools select their students and pareats select
the schools for tbeir children. Selectionlby the school reduces the

variution in the abilities and attitudes of the children any given

‘tEncher\is'asked to wrk with., Selection by the parents means that .

parents who feel their child is neglected will withdraw the child. These

_selection procedures allow supervisors in private schools to apply the -

evaluation standard of whether- teachers are successful in teaching a 7-

N

; elativel; homogeneous group of children uho want to be at that school.

'E.,INCENTEVES FOR EFFECTIVE TEACHING WITHIN A SENIQRITY-BASED SYSTEM

At this, point in the annlysis a critic of seniority rules might makel

.the following argument~ While you have shown that performance-based

contracts for teachers elicit dysfunctional responses, you have not
demonstrated that incentives for effective teaching can be provided within

the context of seniority-hased employment contracts. Without such

K3

‘ incentives, seniority-hased contracts may not be superior to contrects

\.
bnsed on performance assessments.
)

A comprehensive response to this argument is beyond the scope of this'n

. paper and in fact is beyond the scope of available evidence. 'This 18

»the reason that this essay, while it identifies and illuminates many

h.lproblems uith alternatives to seniority-based contracts, is not intended

7

..to be a definitive ‘defense of seniority~hased contracts. With‘this_cnveat'

.in mind,wit is?appropriate to.respond to’ the hypothetical critic‘of
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seniority rvles with the following two points.

Firvst, within the general_context: of a seniority~based system, there
are ways to attract, retain, and motivate effective teachers, For
example, some states provide small grants on a competitive basis to
teachers interested in puréuing special teaching f)rojects. A recent study
(Mr.:Doun@Lll and Mciaughlin'. 1980) Teports ‘that these grants have been very
affectiv.e in motivating teachers.}—ql .A second example is the creation of
positions of "ma?zter teachers", to which exceptional teachers cax; be
'prom.otev:!.-l-3 -

The second.point is that success in developing and implementing
methods to motiva;te effeétiv;a teaching depend critically on the quality of
relations between teachers and school district officialé. The next part
of the paper focuses o:; these relations during the iasf ten years. o

IIg,"SEIiIORITY RULES IN A REGII«!E"OF COLLECTIVE BARGAINING A.ND‘
| DECLINING DEMAND FOR TEACHERS

In the last ten years, public education in the United States has been

.enormously influenced by two logically unconnected, but coincident

phenomena. The first is the decline. in studeat enrollments. The second
is collective bargaining and the increased influence of teachers' unioms.
These developments have bad 2 radical impact on relations between teachers
and administrat%ts in general, and in particular, on the interpretation

and administration of seniority rules. This part of the paper focuses on

the role of seniority rules in '.influencing ‘educational produdtivity :Ln a

regime characterized by ¢ollective bargaining and a declining demand for
teachers, precipitated by student enrollment declines. I begin with a

bzief description of the magnitude of the enrollment declines.

N RR¥
A~ f
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A. DECLINING ENPOLLMENTS

Seniority rules 'governing thc Job 'security of teachers have impinged
on the allocation of teaching resources in recent years, primari.ly ag a
result of the unprecedent:ed decline in student enrollments im the nation 8
publie schools. From a peak of 32, 6 million in 1970, the number of
children attending public e.lementary schools in the United States declined
to 29.4 million by 1977. That this trend w:Lll continue for some time’ {s
suggested by the fact that the number of children in the first grade of
public schools in the United States has decreased from 3.8 mi.llian in 1970

to 3.3 million in 1977 (Digest of Education Statistics, 1.979).

The effects of enrollment declineh on the demand for teachers have

been particularly great because of tixe fiscal crises that hit many cities
during the 1970's. As a result of these crises, many school districts
‘could not cushion the impact of daclining enrollments by reducing class
size markedly. Instead administrators were told to coutribute to the '
budget cuttiog effort by reallocating teachers and by reducing the: numter
of teachers employed by the district. /
3. THE IMPACT OF SENIORi'i;;Y..RULES ON THE PROCESS OF A.DJUSMN’I‘ TO SRCLBWNG

STUDENT ENROLLMENTS )

| Seniority rules place severe constra'ints on the process 'b}R which
school districts adjust to declining stud.mt en.rollmants. The reason is
that the rules determine to a large extent the pattern of transfers and
layoffs that will result from a ‘*reduction in the size of the teaching
force (Murnane, forthcoming, 1981) For example, when declining
" enrollments dictate the reduction in the number of teachers employed in a

particular school, seniority rules determine which teacher must leave the

’r
‘
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- school, and wh;t the options of that teacher are.. Most contratts state
that if an opening for which the displaced teacher is qualified is not

. available in aaother schooi in the district, the teacher may displace
("bump") & teacher with less seniority from his or ‘her position.

The operation of these rules threatens the'efficiency of school.
diatriqt-operations for several reasons. First, staffing.patterns are
oftee disrupted, resulting in the breakup of teams of teachers that have
1earned to work together'effectively over a’aumber of years. Second, the
:operation of these rules results in the layoff of many young teachers.
Mzny administratorslfeel that this is perticularly,costly to the school
- system because as a resutg‘of the current ekcess supply of teachers, ‘
administrators have been atle to upgrade the quality of their teaching
staff by being highly selective in choosing among the many applicants for
positions. In addition, youngvteachers tend to be more responsive to
innovationxs and therefore t;a aging of the teaching population may make
i particularly difficult to develop and implement new ideas (Berman and
Mclaughlin, 1977, p. 136). | '

A third procblem concerns the budgetary impacthof'layoffs based on
3euiotity. Since salaries are determined by seniority in uaost districts,
layofis of the most juﬁinr teachers provide theA;\\st relief to
finsancially strained school districts. One final problem is.-that
seaiority-tased transfers and layoffs often jeopardize attehpts to
. racially integrate the teaching staffe of individual schools and school ‘
districts. f | |

These problems are severe. The constraints on the adjustment

' process imposed by seniority rules have frustrated administrators
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responsible for school district operations. However, alternative methods

of allocating teachers, based on assessments of their performance, also

elicit rasponses thit tend to jeopardize the efficiency and equity of

school district qperations; Tﬁus, tha challenge facing administrators

and repfesentattmes of teachers is to £ind methods of adjustment to.

declining - enxollments that mitigate the adjustment costs while retaining
the advanrages cf seniority rules described in Part I.

C. FINDING SOLUTIONS
How effective have school district administrators and leaders of

teachers' unions been in negotiating, implementing and administering

solutions to the personnel problems posed by declining enrollments? There

1s a great deal of variation across districts in the nature,of the

responses. However, in many distrints,'the adjustment process has been
' -

characterized by conflict that reduced thé-effectiveness of public
o

education°
Why bhasg it been 80 difficult for administrators and represéntatives

of teachers unions to work out satisfactory responses to the persannel

problems created by declining enrollments? One reas\on is that t:he

adjustment process is more constrained than is the caqe in other

industries. Many private sector firms faced with-a decline in demand for
their products cau alter the size of their product inventories to buffer

They can also -conduct

the impact of demand changes on émployment.,
' Neither

marketing compaigns- to increase the demand for their products,

of these responses is available to school districts,

A second, more important reason for the debilitating confliect that

'

has characterized the adjuctment process in many districts is the lack of
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‘exﬁettiseuon the part‘of participants. Most school administrators were
trained during a period when theltriticél proBlem facing public schools -
vas rapldvenrollment increases. Few administrators had experience with
declining enrollments. Consequently, litctle was known about the responses
that particular adjustmenta would elicit,

Another reason that district level administrators were unprepared for
the 1970's was that prior to collective bargaining, superintendents often
acted as advocates for teachers, making the case to city councils that
high quality education required higher teacher salaries. Many
administratorg felt uncomfortable with the change from advocate for
teachers to bargnining oppounent, consultation and negotiation with
representatives of teachers' uninns were not part of the decisionmaking

12/

precess as they had lezrned 1it. Consequently, their reactions to

pressure from teachere' unions sometimes included unilateral actions that

-

violated the sbirit, if not the letter, of teachers' contracts,

A third;difficulty.was léck.oi prepa:atioe,time, Ie the f£irst years

“of collectiv'e bargaining, prepar for contract negotiatiees wit:h
_teachersl unions was.on.ly one of many duties of district administrators,
a duty often added on top of other responsibilities. Few administrators
‘had adequate time to px.-epare for collective bargaining.

Many of the reasons that administrators lacked expertise :Ln finding
solutions to the problems of declining em:ollments in a_ regime '.t.n which
power is shared with teachers' orgahizations also pertain to teachers'

‘zepresentatives. In the first years of collective bargaining. ‘many union
leaders r%tained all or part of their teaching duties, and consequently

had little]tinie to prepare for colchtive bargaining. Also, few union
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| leaders had extensive e.Scperience in collective bargaining. Prior to

collective bargaining teachers relied prbnarily on persuasion to achieve
their goals. The basic strategy was to make a persuasive case for
improved salarie.s and working conditions. Teachers expected that :Lf the
case wasg a compelling one, the school district would honor their request.
COIiective bargaining works quite differently. Although per"uasion still
plays a role, Q:cMnge is the central characteristic of decisionmaking
under a system:of coliective,bargaininé. In.tbe first years of collective
bargaining many unionrrepresentatives, lacking_expertise in exchange;
relationships, made a persuasive statauent of their dernands and then
adopted a take it or leave it strategy rather than the give and take
strategy'that characterizes succeseful collective bargaining.-

As a result of the lack of expertise of administrators and union

; :leaders, adjustments to declining enrcllments in the early 1970's were

often characterized by a lack of trust by the absence of meaningful
consu'!.tation or negotlation, and ultimate.ly by work stoppages, court suits
and other manifestations of conflict that reduced the ab:t.lity of the
scbools to e.ducate children.

In many comnnxnities, the expertise of school district administrators
aud u'nion,leaders has increased iIa recent years. Adniinistrators have
learned methods of allocating resources that do' not violate tbe letter or
spirit of teachers' contracts. Undion leaders have become more aware that
the long-run welfare of public school teachers depends not only on new
bene.fits, but also. on positive public attitudes towards public education.

Both parties have learned the importance of consultat:!.on and neaotiation

. in coping with the large number of unpredicted personnel problemxs that

5
i
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continyally arise in public education and in interpreting ptovisions of

teachers' contracts that are often ambigucus in thelface of unpredicte&
personnel problems, =~ 13/ |
A significant example of this increased expertise concerns the

metbods-usgd to lay off_teachcrs. Mbct contracts sgtate thﬁt teachers who
will be laid off at the end of the school year must be notified by a
particclar date, cuch as April 1.' Tﬁe logic of thic rule is,that early
notification provides time for téachers.wha will bBe laid off to search for
alternative employment. The p:oblem‘this rule poses for school districts
1s that accurate projcctiona of student enrollments and teacher
resignaticnsvare not availgblc by the notification date:. In the past‘many
- districts responded to thic'dilemma by cending layoff notices to a much
larger number of teazchers than the district ultimately expected to lay
off. Teachers' unjons argued that this constituted an unfair labor
practicc in that it mécnt that teacheks were fcrced to bear the risk of"
uncertain'enrollﬁent and resignation:patterns, In some cases the district
actign precipitated work stoppages and court action on the part of |
_ teachersg, Another response, unpredicted by school administrators, is that',
many teackers did find alternative employment, forcing the district to |
incur the costs of screéning new applicants at the end of the summer to
£111 vacant positions.. |

| Iﬁ recent yecrs district administrators and union leaders in some
communities have been able to‘negotiate changes in the notification rule
that provide benegits to both the school.t§stem and teachers. A tjpical
negotiated change is that teachers who may be laid off may voluntarily

accept a delay in notification to- Angust 1, in return for an extension of

.
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health benefits to the end of the calendar year if layoff proves .

‘ ultimately necessary. This negotiated settlmnent proyides teachers with
i~_an»i§portant fringe benefit and\nllows the distriet additional time to
acquire information ebout the dema;e:for teachers before making layoff
decisions., It should be noged that in addit fon to the benefits to
teachers and to administrative flexibility; this solution may contribute
to productivity by permitting the retention of teacherénéﬁoﬁﬁave
experience in the sehool system.

Early retirement programs are another example of a creative solution
to the personnel problems caused by declining enrollmentstu These programs
provide finaneiel incentives for older, high salaried teachers to retire,
thereby reducing the need for involuntary transfers and layoffs of less
lsenior, lower salaried teachers.' I.ike the ehange in notification rules, .
successful implementation of early retirement programs requires expertise
on the part of labox and management and a general atmosphere of trust 14/
It is difficult to believe that suecessfuliimplementation of early
. fetirement programs or changes in notification rules would have beea
attained in the atmosphere of e_onfrontation that characterized labor
management relations in many communities in the early.l970‘s.

This seetion:of the esgsay has pointed'out wayebthatlseniority rules
increase the difficulties school district managerg face in adjustinglto
declining enrollments, In assessing the overall impact of seniority :
rules on the quality of education provided to children, these difficulties
| must -be weighed against the advantages_of seniority rules described in
Part I. ' The key point of this.part of the essay is that the nltinate

impact of seniority rules on the ability of the public schools to provide

W
Mo
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Bigh~qualiﬁy educatien to all children depends critically on the expertise
of distrigt.maﬁagérs'and union leaders re;ponsible for negotiating,
'interpreting and ;administering these rules.

In situations in vhich negotiations are carried but by expert
bargaihersain an atmosphere.not charged with confrontation and J
recrimination, it appears possible to find soldtions to‘the problemg posed
by deqlining enrollments that.retain the seniority rights of teachers and
also retain'a considerable amount of flexisility in allocating téaching

resources,

SUMMARY

Seniority rules'in‘teachers' contraété, vigorously defended by union -
leaders and criticized by some officials and analysts, have been the
~ subject of a good deal of misunderstanding. This paper hag attempteﬁ to
vclarify the significance of geniority rules by placing them in the context
of the prcduction process of schooling. This analysis suggests that
seniority rules in education are not intrinsically dysfunccional' lika all
’conceivable ingtitutionsl rules they sometimes cause probliems, but these
problems should be viewed in the broader context of the rules’
contribution, or iack of céntribution, to the performance of the secﬁor.

| The firse part of the eséay shows-tﬁat the relative efficiency of

alternatiVe contract forms depends on

1. the definition of pe:foimance,

2. the technology of the education process,
' ~ .3. the nature of the choices available to pa?ents_unhappy with the

education their childvis receiving.



~ Given .the. equal access mandate, the technical characteristics of the
education process, and the lack of options available to low income parciics,
: contracts tbat base the compensation and job security of teachers on
senjority may promote the goals of publiceducation more effectively than
performance-based contracts., |

The second part of this essay explains that the effects of seniority
. rules on the difficult process of adjustment to declining//enrollments are
determined by the expertise of the agents who interpret and administer -
those rules. Neither school d’strict offic:Lals nor teae/:hers' union

]

leaders vere fully prepared for the challenges posed simultaneously by
decllining enrollmentn and the introduction of collect:ive bargaining in
the 1970's. This lack of preparation 18 a more eomp7lling explanation for.
the problems that declinin‘gf‘ enrollments created for ;ptxblic education in

the 1970's than the type of contracts used to enplo’j'.teachers.

o
3



FOOTNOTES

1. Browm V. Boar& of Education of Topeka, 347 U.S. 483 (1954).

2. Lau v. Nichols, 43% U.S. 563 (1974).

3. This language appears in the New Jersey state constitution and
played a significant role: in the New Jersey school finance case, Robinson
v. Cahill, 118 N.H. Lup;i-_ 223 (Law Division) 1972. |

4. There is limited evidence that supervisors can identify
incompetent teachers. Two studies (Armor et al. , 19763 Murnane, 1975)
report that principals' evaluations of teachers do reflect teaching
performance as measured by student test score gains. One might argue that
the results of these studies weaken the argument against basing:teachers'
‘salaries on supervisors' evaluations. .ﬁowever, it 1is imﬁﬁrtant to
A.Fecognize that in the distriets th;t supplied the data for these studies,
e;aluations.did not influence the compensation or job security of
teachers. Consequently, teachers haé no incencive to engage in
opportunistic behavior that would have reduced the quality of educaticn
. provided to children and would have reduced the ability of supervisors to
a85esS tﬁe contribugioﬁs of individual tegchers. One other relevant
_point 13 that in the Murnane study, the evaluations of'princi?ais were
significantiy related to the pérformance'of white Zeachers, but were not
significantly telatéd tc the perfofmance of black teachegs.

5. At first glance, it appears that the economics literature on
principalfigent relationships should provide insights on the question of
.efficient éoncracts for teachers. However, :hé formal ﬁodels are not “
helpful because they posit t:hgt the principal ha/s/ a clear objective

function. I’he lack of consensus on the weights to be attached to. the



]

learning galns of individual children is evidence that the public schools

\

do not have a tlear objective Eunction they seek to maximize.
6. Anothe.r dysfunct.z.onal response is foc.using instruction on test

content. 'I’his may result in high test scores. However, if such

instruction diminishes students’ interest in learning for its own sake, ic

may reduce students ability and desire to learn on their own in future
years. . L

Another, mich discussed response is cheating on tests. The problem
of cheating is- not emphasized because :Lt is only one of several
dysfunctional -responses. £ 1t were the only dysfunctional response, a
tighter control system might solve the problem, A key point of this
ﬂaper i3 that controls cannot cope effectively with many of tha
dysfunctional responses that a merit pay system might engender, su'h as
neglect of particular children.

7. Seymour Sarason has stressed the importance of E:!:ntera:u:tj..on with
colleagues in helping ‘”:e.ac}.xers to deyelop productive responses to the
problems they face. His recent work (1977) has emphasized the role of
networks in facilitating such :Lntoraction. Performance-based .cdntracts
pay hinder the development of networks of support by making teachers -
reluctant to share 'ideas and materials, and more importantly, by making
thenln reluctant to admit problems they are expériencing. In this
peri«rpective, one mig}xt argue that cxontrac'ts that emphasize seniority may
be {’relat.ivaly efficient Bepause they provide a recessary (although surely

not sufficient) condition for creative interaction among teachers;'._‘ Such -

creative interaction may lead to prosiuct"-ity increases that more than

- offset losses in productivity caused by the la.ck of tie between



 productivity éﬁd'?alafy in contracts based on seniofity.

é._ The Jack.;';on evidence reflects the responses df ;eachers who chose
to work in a seniority-based reward system.A One could argue that thé‘_
responses of_thgse.teachgrs‘do not provide compeiling evidence about the"
consequenpeS*of performance-based employment contracts. ' The feason is
thz;t such a systé:i might attract teachers with very differeht preferences.

9. The lack of low cost alterna:i?éé to the neighborhood school has
been discﬁsseé as one ofbthe reasons thé; performance-based contracts for
public school teachers may rgduce the qu;lity of education provided to

E ' disadvantaged nhildren.. The reader may infer from ;hié that a gsystem that
provided a range -of educational alternatives would result in better
education. . Consideration of this complex issue is beyond thé-scope-of
thislpapef.b Howéver, it is ihportant to point cut thét_any educational

. aystem that provided poor families (as well as éther familiés) with a

m_eaningful range of cholces would be 4 system :anoiving third party .

payments and a gignificant amount of régulation.. (See Educational Vouchers
{1970] for a.discﬁssion of alternative Qodels:) Iﬁus, the\reievant-debate
is not about thé valative merits qf public school mo@opoiies and. free
market éompetition. Instead, the relevant debaﬁe'concerns:the properties
‘of alternative regulatory régimes. '

- 10. TheseAgrant:.s differ frow’ me,ritvp‘vay in that the éompetition 1s
voluntary and théfe ig, at least in prinéipie;‘no'limit on the number of
teachers‘in a school or school distriet who Qay recelve awards.  The

. McDonnell and Mb;;ughliﬁ study (p. 100) indicates that the stimulus to
performaneé provided by the grﬁnt program came prﬁparily from the ,

 recognition of initiative and was quite independent of the size of the grant.

N
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1l. The creation of a hierarchy of teaching positionms, with

'prcmotious dependeht on ﬁerceived merit, does introduce a significant

perforrance gizment into the employment contract. -However, such
\ ) ) . -

Y ) .
j hierarchical\;ob'structures, which area common'in the private aectoc;

differ from the pormal conception of performance-based contracts for

teachers in thek\the compensatian and jnb security of teachers in auny

given step of the\yierarchy are independent of performance assessments,

3

|
12 To see how different the management of human resources was bef#;e

the 1ntroducticn of collective bargaining, see Gerwin's (1969) description

of the procedures used by the city of: Pittsburgh in the early 1960's to
(

determine teachers' sala:ies. Gerwin describes how Pittsburgh "granted"

a general salary increase when "no comparable school districts:had 1owe}

B.A. starting salaries for teachers" (p. 56).
13. Sze Mitchell et al. (1980) for a discussion of recent changes in
relationships between teachers and administrators.

14, For a description of the role of unions in promotihg productivity

. through pacticipatinn in the management of programs such as early

' retirement options, see Freeman and Medoff (1979) .
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